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August 31, 1994
Indiana Gaming Commission
Public Meeting

(The presentation by Barden/President
Riverboat Casino was preceded by opening remarks
which were not transcribed.)

MR. BARDEN: My friend, who is an
attorney, said he didn’t have the financial debt
that he had involved with another marina so he
asked me to join him to see if I’'d be interested
in coming with him to Gary to see if we could
make this project work.

So we met in Lorain, Ohio, with the
mayor and I think two or three thousand people,
my attorney who has the project. We toured that
facility in Ohio then we moved back the following
week to Gary. I went out, inspected the site,
talked to officials.

USX officials were on that trip, and,
frankly, I was brought there on one side, but I
ended up on the city’s side because at the time I
did not think that the city was getting the right
side of the deal. So I kind of told the city a

couple of recommendations that would enhance the
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development of that project, and that’s the
history of my coming to Gary.

And when the legislation passed I called
the mayor’'s office and asked what the process was
going to be. They said they were rather
surprised that the bill passed, call back in a
week or two, and we’ll let you know what that is,
which I did, and they said we’'re establishing a
process, and you’'re welcome as well as anyone
else to apply.

With that I got Mike Johnson, as I
always try to get experts and always try to do my
due diligence, and I said this is a riverboat
gaming business, what do you need in order to
succeed, what are the elements of success. And
boat popped in my mind so before looking for a
partner I decided to look for a boat.

Now, Mike Johnson, having some 30 plus
years in marine experience, I said Mike, where
can we find a boat. He said well, David Seymour
is one of the premier maritime engineers in the
country and let me call him. He called David,
and David got on the phone, and we ended up with
several brokers.

We tracked down a half dozen boats.
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This was back in July of ‘93, and we finally ran
across a boat called the New Yorker. But who
owns it? A company has an option on it called
President. The option expires in a month. I
said well, if they don’t take it we’d be
interested in getting an option.

To make a long story short they
exercised their option and bought the boat so
then I decided to pursue President Riverboat
Casinos because unlike tradition it was a flip
side. Usually majority companies are looking for
minority partners. Here is a minority majority
looking for a minority partner.

So I looked President Boats up and said
would you be interested in selling your boat.
They said perhaps but probably not, we’re looking
for opportunities ourselves. But, in fact, the
broker said they would be interested in joining a
partnership if the proposed partner has the
wherewithal, the resources, the expertise to be a
full partner.

So as it turned out we met, negotiated,
and they declared that I indeed had all the
credentials and the resources to partner with

them because the boat is a very valuable asset.
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We learned in our research and studies that that
is the only Coast Guard certified boat in the
United States.

We're going to let a year go that it
could be ready to deploy in Gary so that we would
be the first ones to be operational. Having
formed a partnership we then pursued the due
diligence necessary to make this project occur.

We immediately came to Gary and looked
at the site, went to all the USX sites again. We
decided what are the other properties on the lake
front. We explored Marquette Park, Lake Street
Park. We even had engineering designs,
preliminary studies done to find out how long it
would take to build breakwaters, to build peers,
and get the facility ready so we could open in a
timely fashion.

We went on the USX site. We walked it.
We flew in airplanes around the city looking at
all the sites. Originally Buffington wasn’t in
the picture. That came into the picture later.
Our focus, because the mandate was USX, is what
we want because we want to develop that into the
marina development,

So we went ahead with all the due
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diligence, all the studies, the breakwaters, wave
action, etc. We looked at all kinds of
alternatives. In fact, we came up with a concept
of an enclosure within the lagoons there to float
the boats.

We even examined how we can cut down on
the breakwater in one part, float the boat over,
cut it down halfway, float the boat, rebuild it,
drain water from one side while the other side is
being dredged. All of that, by the way, was
feasible.

One obstacle, oéerwhelming obstacle, was
the permitting process and not knowing what we
would ultimately find on that site in terms of
contaminated water and what effect it would have
on the process to get Gary into position first.

We went to Buffington after determining
that on the time based factor simply, economic
basis, if you look at the economic impact of this
project over the next five years you can see that
we, the state, the city can ill afford to wait
two years or better to put USX in operation, and
that’s what we would have been facing.

That’s why the decision was ultimately

made to go to Buffington. I have a long list of
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items over the last year that we’ve performed,
due diligence, engineering studies, surveys,
testing.

In fact, the application, the
information that was sent to the Army Corps to
keep this project on track was done by us. Our
engineers did it. We paid for it. We spent over
$500,000 just on those kind of activities over
the past vyear.

And we shared that information in the
spirit of cooperation and a spirit of fairness
from the example that you have set and the
mandate that you have laid out for all of us. We
shared that information but not with just the
other preferred developer from the city but also
the other two applicants who still remain in the
process.

We said give them the information so at
least they’ll have the facts because we know what
the costs are, we know what the time frame is to
make this project happen in a timely fashion.
That is the way that I’'ve conducted my business
career over the past 28 years, and I think that
is a basic reason for my level of success.

There are a lot of things that I could
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cite individually and specifically that we’ve

done in due diligence. The goal and objective
has been make the project happen. The people

need it. Jobs are needed.

I have a chief judge friend of mine in
Detroit who attended one of the economic peace
summits that I conducted in 1992, and he said
Don, you know we can’t build enough jails, we
can’t build enough anything unless we address the
problem of unemployment.

That’s the only way we’'re going to deal
with crime, that’s the only way we can give an
alternative to young people to get away from
drugs, to stay in their careers, to go in the
right direction. It has to be a combination of
various social and economic initiatives to turn
our community around, and that holds true for the
city of Gary.

Young people don’t have an alternative.
They have too much time on their hands. They're
subjected to go the wrong way. They are
vulnerable to role models who are not what we
consider dream role models in the sense of the
American dream.

I'm committed to this project because
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I'd 1like to see (Inaudible). I'm committed
because I want to see this happen for the
people. I think we have put together an
excellent organization. We have our boat. It's
ready. In fact, that boat’s on its way here as
we speak this morning.

We have the financing, and I think when
we were talking earlier about this being an
historic day it’s also an historic opportunity
for the first minority majority controlled casino
in America.

I think that in itself will send a
message to the young people. I think it will
project an image a positive image in the Gary
community, the Chicago community, and in this
nation that minorities, if given a fair and equal
opportunity and chance, can compete, can perform
with the high standards that we adhere to that
are consistent with the standards of American
business tradition.

Because I think it’s so important to
point out due diligence in this process I keep
reverting back to it. We visited every agency
involved in this process, made a long list of

agencies, several state and local agencies that
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had to be consulted. We started that, initiated
that months and months ago.

In fact, we coordinated a lot of the
activity with all the agencies including the Army
Corps, including the Department of Natural
Resources, including private groups such as the
the Save the Dunes Council. We designed a harbor
facility to meet their needs. They were
submitted.

We developed all the surveys. We
initiated especially with the railroads. We have
taken certain other actions to keep this project
on schedule awaiting unexpected events to
unfold. Nevertheless, we’ve continued on the
road to meet a particular schedule, and
everything fell into place.

Had the litigation not surfaced we
probably would have been ready to open five to
six weeks from today. We’'re still on track with
a schedule that is based upon certain events
occurring. They said it would blow over.

I'm just going to have to stop because I
could go on and on so let me reemphasize that we
are pleased to be one of the preferred developers

selected by the city. We are pleased to be here
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before you.

We’'ve tried to be very thorough with
just the facts, not to be overly fancy, just be
straightforward and let you know that we can do
the job, we will do the job. We're fully
committed to do the job.

With that I'd like to introduce my
partner, the president of President Riverboat
Casinos, Ed Ellers. Thank you very much.

MR. ELLERS: Thank you, Don. Members of
the Commission, Executive Director, President is
very happy to be in Gary, Indiana, today before
this Commission today. What I’'d like to do is
talk a little bit about who we are, what we
propose, how we do it, how we pay for it, why we
believe we’'re good for Gary, why we believe
Gary’'s good for us.

Gary is unique. It’s unique not only in
Indiana, it’s unique everywhere in the country
because Gary is the only city that we’'re aware of
that has two licenses which, because of the
configuration of the site, because of where the
locations are, requires developers to work
together, requires developers to coordinate their

efforts because there is a site with a certain
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amount of property.

And so the City of Gary engaged in a
process. We participated in that process. That
process was designed by the City of Gary, as we
understood it, to have a coordinated plan so that
the City of Gary could participate. It wouldn’'t
be left in the cold at the whim of the
developers.

And so our commitment to the City of
Gary and our presentation today is based around a
unified site plan. Now, the unified site plan
doesn’t mean that we’re going to be the one
selected. It doesn’t mean you have to select
us. We don’t want to say that because we know
that’s not the case.

But we share with the City of Gary and
with our codeveloper, Dunes Monarch, a vision of
what the city wants, and it was a vision that was
developed by the city and by the developers, and,
again, it is something that we believe will be
effective and we believe will be successful.

As Gary competes -- and it is going to
compete. There’s no monopoly. It may be the
first license, it may not be, but Gary’s going to

have competition, and for Gary to succeed, for
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President Riverboat to succeed, for Barden to
succeed, for anybody else to succeed it’s going
to take a project that’'s going to make people
come.

This is not our first venture. This is
not the first project we’ve been involved 1in. We
pioneered riverboat gaming after April 1, 1991,
and I always take notice that that 1is April
Fool'’'s day. I certainly didn’t know in 1991 what
this business would become because it’s very
different today than it was in 1991.

And I knew that the City of Gary in many
ways appreciated that. They didn’t realize what
they had done, but by requiring developers -- and
they have required the developers to commit a
substantial amount of infrastructure to this
project, maybe more than the developers back a
year ago thought they should have or wanted to,
but the city of Gary is going to be proven
right.

It’'s going to be proven right because
this business is changing. One month in this
business is like a year in any other business.
One day in this business is like six months in

any other business, and the wisdom of what the
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City of Gary did in requiring infrastructure 1is
going to permit, allow Gary to be successful in
the long-term because Gary’'s going to create an
attraction.

It’s going to create a situation where

people will want to come because there will be a

lot to do. It’'s really very simple. Gaming is
very simple. People want to be where people
are. People don’'t want to be where there isn’t

anybody. Yogi Berra says it best: Nobody goes
anywhere anymore, it’s too crowded.

Everybody wants to be where people are
so what we have looked at is creating out of
Buffington Harbor not Disney World. It’s not
going to be Disney World, and I don‘t want to put
pretty pictures in front of everybody’'s eyes, and
I don’t want everybody to believe that this is
going to be the coming of Universal Studios, MGM,
or anything else. It’s not.

But it’s going to be a major first class
project with 200 million plus dollars put in
which will cause people not to go downtown
Chicago and fight the traffic because casinos are
going to come to Chicago, to cause people not to

go to Joliet because there’s nothing else in
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Joliet except the casino.

It’s going to make people think about
coming to Gary because there will be other things
there, and we’'re going to tell you what that
project is in just a second, but I want to tell
you a little bit about President first and their
background.

We operate in three states right now.

We are licensed in Iowa, we are licensed in
Mississippi, and we’'re licensed in Missouri. We
operate the President Riverboat Casino in
Davenport, Iowa. Been there since 1991.

We were one of the original licensees in
Iowa. We stayed in Iowa despite the limits. We
stayed in Iowa despite adverse operating
conditions. We’'ve been successful and profitable
in Iowa since 1991, and we have been committed to
that community, and we will stay there, and we
have done that.

Today we employ approximately a thousand
people between our hotel, the Black Hawk Hotel,
and the President Riverboat Casino. We are an
established member of that community, and we’ll
show you a video which will give you a little

more background, but that is one place we
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operate.

We also operate in Biloxi, Mississippi.
Again, there’s a lot of competition. Biloxi, in
our view, is a saturated market. It’'s a very,

very competitive market.

We’'ve been there since August of 1992
and, again, remained profitable and remained
competitive despite the changes that have
occurred in that market. We have not lessened
our commitment to the Biloxi market. In fact,
we've put substantial dollars into the market.

Similarly in St. Louis, despite the
adversity of the games of chance referendum and
things of that nature, we opened the Admiral. We
opened the Admiral for a bunch of reasons. We
thought that, one, we believed games of chance
would pass at some point, but also we have a lot
of employees that we didn’t want to lose.

We had commitments to the employees,
with the city. We had invested money in the
boat. We carried people on the payroll when we
opened that property. That property has been in
operation not as successfully as we’'d like it to
be, but we have one arm tied behind our back.

It’'’s drawn a lot of people, but without
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slots the revenues are not what we expected to
be, but it’s doing about what we expected without
slots. But that property we think will be a
major property.

I want to talk for a second about one
situation that we were involved in and has come
up and we responded to Mr. Thar about which is
Tunica. I want to get it straight. I don’t want
any confusion about it. I don’‘'t want to hide
behind it because the facts are very simple.

We had a boat that was called the
President. It wasn’t doing anything. We were
approached by Jackpot Enterprises, and Jackpot
Enterprises said they had property in Tunica. We
said fine. They wanted to lease our boat. We
said you don’t want to lease our boat.

They said would you consider a joint
venture. We said only for a short period of time
because we don’t want to tie this boat up
forever. We entered into what amounted to a
one-year deal. It’s supposed to expire the end
of this vyear.

Sometime earlier this year Jackpot
decided they did not want to pursue Tunica

anymore. They were going to build some barges.
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The boat was going to be there for a year.
Jackpot would build barges, and the boat would be
taken out. Jackpot decided not to pursue it.
They demanded their property and the boat too.

Our commitment there was for one year.
We had agreements which we have submitted to the
Commission. General Hardy, who is the executive
director of the Mississippi Gaming Commission,
said very distinctly about a week ago, and I'm
quoting the General, "It was Jackpot that was up
in Tunica."

It was tied to a boat owned by
President. It was programmed in their financial
statistics that this boat would be leaving
Mississippi at the end of this year. That was
our commitment, and we left a couple months early
because Jackpot did not want to continue.

Everybody was paid. The employees were
all paid. Severances were paid. Vendors were
paid. We had no other obligations there, and
that was the deal. Again, a short-term
situation. Every other situation we have is a
long-term situation with a contract similar to
what we have with the city.

We’'re very, very sensitive to that kind
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of thing. We talked to the mayor about it in
Davenport, Iowa. We talked to the mayor of
Biloxi. Talk to any of the people in Missouri.
I think you will see what kind of company we
are.

With that I would like to just for a few
minutes entertain you with a video which I think
will explain some things about the company, and
then I want to walk through the project with you
and tell you what we’d like to do for Gary. So
if we could have the video, please.

(At this time the Commission viewed a
video.)

MR. ELLERS: One of the first things
when you make rabbit stew is you need a rabbit.
If we have a riverboat gaming bill you need a
riverboat because it’s not just a gaming bill.
It’s not just building a casino.

One of the things that President has in
abundance -- because our roots are really in the
riverboat business. We’'ve been transporting
passengers for predecessors, St. Louis and
Pittsburgh and New York City, for over 35 years,
and we still operate noncruising dinner boats in

St. Louis today right now under the Arch.
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There’'s a lot of marine expertise. We
heard about the New Yorker a little bit from
Don. I'd like to ask Terry Regenis, who is our
coordinator of all marine construction, to talk
very, very briefly about the New Yorker because
the New Yorker, number one, exists today in the
form that it was in that photograph. That’'s not
a rendering. That’s a photograph.

That boat is today on its way up the
east coast through the Great Lakes so that it can
be here in Gary, Indiana, on time. The boat is
substantially renovated, and, more importantly,
it’'s paid for. There’s no money owed on this
boat. This boat is 100 percent owned today by
President with no mortgage, no debt, no nothing.

And we believe that one of the things
that we bring to Gary, Indiana, is marine
expertise, not just the boat, the marine
expertise, actual operational experience in
riverboat gaming because riverboat gaming is
different than land-based gaming.

People can’t just come in and out of the
casino. They can’t just walk in and out whenever
they want. There are marine issues. There are

scheduling issues. There are operational issues,

21
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things we’ve learned over the years. Most
importantly is our boat, and I’d like Terry for
just a minute to talk about that.

MR. KLINEMAN: Excuse me just a minute.
We’'re kind of off schedule. You have about 30
minutes left. I think maybe if it’s all right
with the other commissioners we’ll take our break
now and come back. In the meantime we can all
see the New Yorker, but I'm not too sure we can
see the rest of your exhibit.

MR. ELLERS: We’'d like to move them if
we could. If I could go through for literally
two minutes there’s a brief film on the New
Yorker, and that’s that segment, and then we can
come back. It’s literally two minutes.

MR. KLINEMAN: That’s fine.

MR. ELLERS: And then we’d be happy to
accommodate you, and we’ll move these exhibits.
If we could just show the film real quick.

(At this time the Commission viewed a
short film.)

MR. KLINEMAN: Okay. We’ll take a break
until 11:30.

(At this time a short break in the

proceedings was had.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23

MR. KLINEMAN: Okay. You may proceed.

MR. REGENIS: Thank you, Mr. Chairman,
Members of the Committee, and Mr. Executive
Director. My name is Terry Regenis. I'm a
member of the board of directors of President
Riverboat Casino, and I'm a primary coordinator
of marine activities for the President Riverboat
Casinos.

I'm also the immediate past president of
the Passenger Vessel Association which is an
organization of about 500 companies and about
2,000 vessels, U.S. Coast Guard certified
vessels, here in the United States, and I've
served on several subcommittees with the Coast
Guard and Department of Transportation primarily
in regard to safety of passenger vessels.

I have personally about 15 years
construction experience dealing with over 20
Coast Guard certified vessels and dock side
facilities in excess of $200 million dollars in
total budget for those projects.

And I must say that -- and you’ve seen
some of those projects today, as a matter of
fact, but I must say the background and the

culture of this company, President Riverboat
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Casinos, is based on, number one, the safety and,
number two, the comfort of the customers.

We’'ve got 35 years experience within our
company long before riverboat gaming was ever
thought of or water borne gaming was ever thought
of, and we started things out of a very deep
respect for any source that was a potential
danger that we might face on any body of water
and certainly here on Lake Michigan.

We’ve been very involved in contingency
planning, and I must say that we always, although
we’'re not always perfect, we always try to do the
right thing when it comes to safety in
particular.

Now, the foundation for safe and
comfortable operation on Lake Michigan, we think
we need to provide the safest and most
comfortable environment possible, and we’ve
designed and are in the process of contracting
permanent long-term protection systems, a system
of breakwaters that will protect the vessels that
will operate within Buffington Harbor so that a
100 year event which is a 16 to 18 foot wave or
series of waves coming out of the northeast into

the main entrance of the harbor would be broken
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down to basically still water or less than a two
foot chop within the harbor and will protect the
vessels and any amenities within the harbor.

Now, you’ve seen the video. You just
saw it a few minutes ago before our break
concerning the President Casino vessel. I'd 1like
to tell you a little bit more about her and about
her background.

I've been familiar with that vessel for
over ten years now since we owned and operated
World Yacht Cruises in New York’s westside,
Manhattan’s westside, and it was moored at a
nearby pier.

It’s a very good hull design by a Naval
architect, Robert Simons, and it was last in
service as a dining cruise vessel, a very large
dining cruise vessel, for use in New York City
and along the coast as far as Florida, as a
matter of fact, for wintertime use.

I've been in this vessel several times,
many, many times under many different conditions
including operating at sea, in the Atlantic
Ocean, and I'm impressed with this vessel’s
handling characteristics and seagoing

characteristics. I'm comfortable that it’s going

25
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to be fine here in Lake Michigan.

Today the water borne casino industry is
exactly three years and five months old. As Ed
said before, and Don, April 1, 1991, is the day
that this all started, and we were involved at
that time, and we have the longest running
passenger vessel that’s in the water borne casino
business at this point.

We were considering other sites and
other opportunities, and we identified with the
long history of this vessel shortly after the
start of riverboats and the water borne casino
industry, this vessel being the only existing
U.S. flag vessel that can be used in an early
start in a new jurisdiction that would be
operating in a deep water port, and it could be
safely and comfortably operated and is large
enough and grand enough to compete long-term.
After getting a quick start it still can be
long-term, and what we see is essentially there’s
going to be a maturing gaming market.

The vessel is 308 feet long by 64 feet
wide, and the hull is 18 feet deep. She has four
fully climate controlled enclosed decks, and, as

we said before, she holds 875 slot machines, 60
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gaming tables for a total of 935 gaming positions
as well as other passenger amenities.

As 1 speak, as Ed said before, the
President is under way. She’s under her own
power. She’s left the Mobley Shipyard where she
has been for the last few months and is heading
up the east coast to the Great Lakes to the St.
Martin Seaway and heading near the Great Lakes
where she’s going to winter so she can be ready
and be improved before the lakes freeze in and be
ready to commence gaming operations here in March
of 1995. Thank you.

MR. ELLERS: Thank you, Terry. We've
been through a little bit now the foundation of
who Don Barden is, who President is, what
experience we have, the marine expertise, the
gaming expertise, the licensing.

I think it’s time now to talk a little
bit about this project, talk about what this
project means to Gary, how we envision it and
what it will look 1like.

As I indicated, this site plan that we
are going to be talking about today is really a
collaborative effort. It’s the city’s vision,

and it is the city’s site plan. I want to talk
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about it in that context.

Number one, let’s talk about Buffington
Harbor first of all. Buffington Harbor is an
interesting site. It’s 155 acres, and everybody
says it’s 155 acres, you can put anything you
want there, but it’s not really 155 acres.

It’s really about an eight to ten acre
site right here where the boats are. That ‘s
where the action is going to be. That'’'s where
the people need to get the gee whiz wow
experience. This is really the crux of the
property.

Everything that goes on out here is
complimentary. Everything that goes on here is
what we call the casino within a casino concept,
what’'s been designed and what we have coordinated
with Dunes Monarch, with the c¢city, but, again,
it’s a plan.

The people are really -- they’'re
important because it takes people to pull this
off, but the concept we think is established with
the city which in its wisdom has come up with a
great plan.

One, there will be a guest service

casino entertainment complex approximately eighty
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to ninety thousand square feet depending on the
final configuration which sits right here. What
this will be, and you’ll see pretty pictures of
it later, but what it will be in reality is a
glorious entrance way with restaurants, shops,
bowling alleys, all kinds of amenities that is
right next to the two casino boats.

In this case we have the Monarch Casino
Boat, the Barden/President casino boat. It’'s
right here so that once you get into this
entrance and you go to the porte-cochere, leave
your car, get dropped off you’'re immediately into
a pavillion, on to the boat, and you’'re never
outside again.

Why is that important? Because this
wind is horrific. We operate in Davenport, Iowa,
where the wind is probably 30 to 40 percent what
it is here, and people need to get conveniently
in. They need to get conveniently under the
shelter and on to the boat and wait for the
boat.

If they’ve got to walk and be exposed to
the elements you’ve lost them. They hate coming
back because it only takes one bad experience and

they will not come back. They want it to be




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

30

easy. They want it to be quick. The scheduling
of the boats creates enough of an impediment that
you don’'t need anymore.

You have to make this very, very, very,
very attractive, simple, convenient and safe.
It's got to be well 1it. It’s got to be a
perception that this can be a place where you can
come and have fun. You don’t have to worry about
anything. You’re not going to be stuck somewhere
all the way away from it.

You want to be near the action, and
there are a lot of interesting features here.
Looking at this the hotel then sits -- we have
the rendering right here. This is the guest
service pavillion I'm talking about and the
casino entertainment complex. This is the
hotel.

We believe that Gary needs one hotel.

If it needed two hotels we’d build two hotels,
but Gary believes it needs one hotel, and so in
this case Dunes/Monarch has agreed to build a
hotel. We’'re going to build some other things
that will have the economic equivalent of a
hotel, in fact, greater than a hotel.

We own a lot of hotels. We have the
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Black Hawk. We’'re building the Broadmore. A
hotel employees about 100 to 150 people tops.
That’'s the full food and beverage, two to three
hundred rooms.

What we’re talking about creating
essentially off in this area is outlet malls.
We’'re talking about cinemas. We're talking about
retail shopping which is complimentary to the
casino, not necessarily part of that casino
complex, but it’s complimentary.

And we believe it will create in excess
of a thousand jobs in that area putting in the
equivalent amount of money, the same relative
dollars that a hotel would cost because it’s
silly to build two hotels.

Again, the site needs to be
coordinated. The city in its wisdom has seen
that. So we're talking about a gorgeous
entrance. We’'re talking about making the road to
Buffington -- and it’s really very pretty right
now. If anybody’'s been up there it’s a very,
very pretty road. This is not a big
exaggeration. It'’s green, it’'s pretty, it’s
tree-lined.

It's not going to take a lot to make
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this happen, and as you pull up you will see in
the distance the complex as you see it here, but,
again, the road coming in we’re also talking
about putting in and probably having to put in a
bridge at some point to get over the railroad
tracks.

People will then pull up across the
tracks, into the porte-cochere, into the pavilion
where they’'re going to be enclosed, entertained,
and they’'re going to experience a casino
experience. It’s going to be in effect a casino
renowned gaming court.

The transition will then be into the
boat, and from there out in this area will be the
retail, things that are complimentary, things
that will bring people to the site. Again,
people want to be where people are, and what we
want to create is really a casino project here
and a complimentary economic development project
here.

Now, what is President committed to?
What is President’s portion of this? We believe
that this pavilion -- and there’s a parking
garage here. There’'s an enclosed parking garage

that sits here because parking is very
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important.

If you ask any casino operator and if
any casino operator is being candid with you, as
I hope most of them will be, they’ll tell you
parking is number one. You’ve got to have close

convenient parking in addition to safety and

convenience and all those. But parking is
critical. If people can’'t park they ain’t going
to come.

One of the things we may have over
Chicago is that it’s going to be easier to get to
this site. It’s going to be easier to get in and
out of this site. It’s going to be easier to
park on this site, and why battle the traffic
downtown Chicago when you can come here and have
a good time.

But you need parking so between the
parking garage and the pavilion that we’ve talked
about we estimate about $30 million total of
which President has committed $15 million. We
would expect the other developer to commit $15
million.

As a practical matter, once that
developer is selected these should be run

jointly. There is no way in the world these
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should be run separately. We have to agree to do
that, and we’'re not suggesting that there should
be one now, but, as a practical matter, this
needs to be done jointly, again, because of the
harbor being just this small, and just this area
for the boat this area needs to be well
coordinated and people need to work together.

You can’'t be fighting each other in that
space. This will not work. So eventually what
will happen is we would envision the $15 million
from President, $15 million from whoever -- in
this case it’s Monarch -- and we would envision
that as a coordinated effort which it really
needs to be for the city’s benefit and for the
state’s benefit.

Everybody’s talking about the city
here. Well, you're our partners too. Last time
I looked you get a pretty hefty cut of whatever
we pay so you‘re just as much a partner in this
as the city is or as Don Barden is or as anybody
else is, and you need to be looking at what'’s
going to succeed for you as well as for us
because it has to work that way. That's what
partnership’s about.

So we think this needs to be a
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coordinated effort, and the city I think would
share that vision. The hotel is going to go just
as you see it. We think that’s an appropriate
place for the hotel. This is probably the most
realistic vision of the property that I can show
you.

This will be retail and the outlets and
things of that nature right here, our boat, in
this case we have Monarch’s boat, the marina
which sits over there, and none of this is real
pie in the sky. This is pretty attainable. This
is pretty attainable. This is not fiction.
Parking garage, hotel, porte-cochere, in this
case Monarch has an (Inaudible) project there
which we think would be an appropriate thing to
have, and that’s fine.

Now, that’s all well and good, but in
March of 1995, which is our scheduled opening
date, you’re not going to see that. That ain’t
going to be there. We don’'t have time to build
that so because we’'ve opened four of these, this
will be our fifth, we know you’'ve got to make
some provision.

What are you really going to see? What

You are really going to see here is a
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construction phasing area. Because you’'ve got to
build all this stuff -- and I would think a hotel
is anywhere from 14 to 15 months, perhaps 18
months, somewhere in that area -- I believe the
provision could be inside of a year. It would be
about 12 months to build but what are people
going to see day one?

Day one, well, we’ve thought about that,
and so we've designed here what will amount to
self parking for 500 cars, a temporary
porte-cochere for President Casinos with a road
going around here to a temporary porte-cochere
for in this case the Monarch Casino so that we
will be able to function while we are building.

We are not going to be closed down, and
we’'ll create a wall here so that people will not
have to look at the construction or be affected
by the construction. Temporarily the parking
will also have to be on the other side of the
railroad tracks except for the 500 cars that will
go here, but there will be something here in the
initial stages.

We will solve a lot of that, but there
will be some inconvenience in the initial

stages. It’s unavoidable. We will solve a 1lot
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parking. We use it everywhere else we are.
So what people will see day one is

relatively attractive, cleaned up with a

temporary qguest service pavilion, temporary guest

service pavilions, two beautiful boats, and
construction under way which in itself will be
exciting. And there are things you can do to
wall up the construction and make it a little
more fun than it is now.

Then over the next 12 to 18 months this
project comes together. I don't care when
Chicago passes. I don’t care who else is in
business. Nobody'’s going to just snap their
fingers and build any quicker than that. We're
always going to have that lead time advantage,
but we have thought about what this is going to
be in the early stages, and we think that’'s
important.

Now, again, our commitment to this,
President’'s commitment to it, is $116 million
which has been outlined in the application. The
boat, as I said, we’'ve already bought and paid
for. It’s substantially improved. If it’s not

90 percent done it’s 87 percent done. If it’'s
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not 87 it’'s 92. It'’s on its way up through the
Great Lakes so it’'s probably on the coast of New
England today coming around. So we have that.

That’'s part of our commitment. Our
commitment is to build one half of this pavilion
area and garage as I’'ve indicated and then
basically to take responsibility for what'’s going
to go on back here in lieu of the hotel that'’'s
going to go here which is the outlet mall,
cinemas, and other attractions, boxing center,
and the other things we’ve set forth in our
development package which we believe are
complimentary to but not necessarily directly a
part of this casino experience.

We think that’s the kind of economic
development that will be profitable, and we’'ve
done studies. We've talked to people in the
retail mall business. We know the kind of
traffic it will bring.

It also ties in very well with our Dbus
business. We do a tremendous amount of bus
business in Davenport. In fact, we run line runs
from South Bend, Indiana, to Davenport, Iowa.
We’'ve been running those for two or three years

now so people actually come from Indiana to
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Iowa.

One of our better markets is South Bend,
Indiana, so the President name is somewhat known
in this region. We’ll spend an awful lot of
money initially in Chicago to lure a lot of
people from Chicago. We have very good name
recognition.

We will be spending in excess of $5
million both preopening and during the first year
to, again, get the name out, but we’'re an
established company in the midwest. People know
the President name because of all the publicity
that happened in the early situations.

Outlet malls and bus traffic work
together. Boxing and casinos work together.
Cinemas will bring people to a place where
there’'s activity. We believe that’s the kind of
economic development that Gary is looking for,
and that’s the kind of economic development that
we have outlined here.

In addition to the 800 casino jobs, in
addition to the 800 casino jobs, we’'re talking
about 1,200 indirect fulltime jobs working in the
shops, working in the theaters, working in the

restaurants, working in the various projects.
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We’'re talking about vendor purchases.

We average today about twelve to thirteen million
dollars a year in vendor purchases in Davenport,
Iowa, which I think is a similar type market as
this in that sense in addition to all the
revenues from the state.

So our concept of the project then is
very simple. It’s what we’ve talked about by the
water. It’'s what we’'ve talked about back on the
other side of the railroad tracks to the south
side. It is then a complimentary package that
ties together, and it coordinates with the hotel
as the center piece right there and parking
garage.

So you‘ve got it all. You've got
convenience, you’'ve got excitement, you’ve got
safety, you’ve got security, you’ve got a real
good looking facility, and for that kind of money
it ought to be and it will be.

Now we get to the question of who'’s
going to pay for all this. Where are you going
to get the money from? Well, I'’m happy to say
that despite the bond market and what’s gone on
in a lot of the emerging growth areas last

Friday, as I communicated to Mr. Thar yesterday,
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we closed our refinancing of our bonds which had
been somewhat of an issue for us.

This is the $50 million clip that
everybody had been talking about. It’s now being
resolved and moved, and we’'ve restructured our
debt with our bond holders so that cash has now
been freed up, and we have restructured our debt
so there is no more $50 million question.

There is no more restriction on the
cash. There is I think, as I explained in an
earlier letter to Mr. Thar in response to his
questioning, our financial condition is
substantially the same as it was in the initial
application.

Now, we also have and we'’'ve committed
enough of those funds to get this initial phase
done, and, again, the boat’s already paid for so
we don’t have to do anything with that. We will
have close to $60 million -- I think it’s $58.5
million literally the day we open either spent or
committed in firm contracts, $58.5 million. And
the rest of it -- (End of tape)

-- venture we have to carve out the
project financing so if we need project financing

we don’t have to go back to our bond holders. We
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have covenants that allow us to go back and go
underneath the covenants to go back and do
project financing if, in fact, we choose or
decide we want to do that.

We also have about $60 million -- it’s
probably fifty-seven or fifty-eight million
dollars -- of unencumbered assets, assets that
are completely free and clear. The New Yorker is
free and clear. There’s not any debt on the New
Yorker.

We have another boat which is now in
Mississippi which is not being used which has
been an appraised well in excess of $22 million
which is pretty clear. We have the Riverfront
Restaurant.

We have a bunch of real 1liquid disposal
assets that if we have to we could turn around
and sell. They’'re not being used today and may
not be used. We’ll lease them or sell them, but
we have the ability to borrow against them if we
have to.

We’'re not real interested in going back
to the bond market yet. We just did it. It's a
tough market. It’s not an impossible market, but

it’s a tough market. We have a certain
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credibility. We have a certain track record. We
have a certain relationship with Wall Street that
if we need to we believe we can.

There are letters that we submitted to
the City of Gary from Bankefs Trust, from
Oppenheimer, from Montgomery explaining that in
their opinion we did have that financial
capacity, and I think it’s best demonstrated by
the fact that the bond deal was closed on
Friday. This is not a margin. For those of you
who know the bond market there are a lot of deals
being done.

THE COURT REPORTER: Excuse me.

(At this time a short break in the
proceedings was had.)

MR. BARDEN: Thank you. Mr. Chairman,
members of the Commission, I'd like to just add
to what Mr. Ellers said with respect to the
planning and resources of President Riverboat
Casinos.

As has been published, my great cable
properties are in the process of being sold. All
the papers are signed, and it’s just a matter of
being in the transfer stages with various

developers as part of a major transaction
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occurring with my original partner, the Detroit
franchise, which has been contemplated for some
time.

Towards the end of this year my fortune
net of debit will exceed $100 million, but I have
a few dollars to spare to assist on this project,
and I think for the record we have submitted
1étters from my financial institutions stating
that I have the capability to fund this entire
project if necessary.

So we will be working hand in glove with
President and their resources. We already have
several million dollars presently today in the
bank in cash liquid assets so we have all of the
financial resources and experience, etc., that'’s
needed.

Now I’'11 move on to the economic
development just because I always like to follow
the rules to the letter so I always go by the
statutes, and the statute says a hotel or
economic development in lieu of a hotel.

I just want you to know that our
consideration of that is that, first off, I think
we’'ve said in our application that if one of the

other developers were selected, either one of
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them, if the other one is not willing we’ll do
the hotel.

But if the other one’s going to do it --
in this case the preferred developer, other
preferred developer that the city’s selected, has
indicated or committed to doing the hotel -- our
economic development in lieu of a hotel will
consist of a total of over $52 million in lieu of
a hotel which well exceeds the cost of a hotel.

And that will include activities on the
site, the restaurants, the night clubs, the
shops, museums, possible outlet mall, family
entertainment center, movie theater complex, and
small transit marina there.

In addition to that is Union Station
which we have committed to build on a phased-in
basis which is also $10 million so it’s $42
million on site and an additional $10 million at
Union Station which will be converted into a
retail/restaurant type complex.

So I think if you look at it, our total
package, our experience, and I just happened to
look yesterday at the statute dealing with how
you determine what the criteria for selection is,

it says, quite frankly, that the character,
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reputation, experience and financial integrity of
the applicants are really the defining criteria
for selection, and I think we meet and exceed all
those tests without any shadow of a doubt,
especially in character, reputation and
experience.

And most of the experience that we
possess from an economic development standpoint
and from a riverboat gaming operation standpoint
and a marine experience standpoint, no one can
top that out of all the remaining applicants.

Based on the merit, Mr. Chairman, as you
indicated which the Commission will make its
decision we feel very confident because under the
merits we think that we meet all the tests. We
think that our closed facilities are state of the
art, modern, practical. We think that the
revenue that goes to the state will be maximized
as a result of our experience and as a result of
us having the boat ready.

If you just look at that economic
schedule and you figure every month that you lose
business by not being operational it’s millions
of dollars to the city and the state so by us

having the boat and by us having the experience
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and all of the due diligence having already been
done we’'re ready to go at the snap of a finger.

We can be operationally first there with
revenue flowing to the state. Otherwise it’'s
lost money that you will never recover so we
think all of those factors could assist you in
selecting us or confirming the city’'s
recommendation,

We appreciate very much the opportunity
to appear before you today. Again, we commend
you on the process. We think it’s been thorough,
and it has been very professional, and we look
forward to working with you in the future. Thank
you very much.

MR. ELLERS: I thank you as well.

MR. KLINEMAN: Thank you both, and I
thank all the others who made the presentation.
According to the schedule this will be the
question time. We will have a --

MR. THAR: I think we should skip the
break and go into questions.

MR. KLINEMAN: Right. I thought we
would do the gquestions now and then take the noon
recess a little later. Go ahead.

MS. BOCHNOWSKI: I have a number of
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questions. One is you were talking about the USX
site being a problem. For one thing you didn’t
know what was under the ground there and it would
take more time. Have there been any tests as far
as the Buffington harbor site goes? Are there
any problems is there? I understand that you do
have to abide by some federal rules (Inaudible).

MR. BARDEN: We’ve completed some
(Inaudible) tests, and we’ve done environmental
phase I. We’'re in the process of doing
environmental phase II. Thus far we’ve gotten
certification. This harbor, of course, is
already commercially being utilized by Lehigh
Portland Cement shipping with other cargo so it
is a fully active harbor.

The only problem that we’ve come into is
with respect to the Army Corps as to whether or
not we’'re going to have to do any dredging and
what portion because the measured depths of the
port range from 16 feet on one side to eight feet
on the other.

So depending on which boat and when we
don’t anticipate any serious environmental
problems, impact from the operation of the

facility, certainly not offshore. Onshore
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they’'re still being examined. so far the
evidence we have is that there’s nothing really
harmful.

MS. BOCHNOWSKI: I don’t want to take up
all the time. Now, it would be my understanding
from what you said that there are maybe
structures that have to be put up in order to
make the harbor safe or make the harbor calm. Is
that something that can be done within the time
frame that you have talked about?

MR. BARDEN: Yes, it can be. I assume
you’'re referring to the March 15th date.

MS. BOCHNOWSKI: Right.

MR. BARDEN: Yeah. We have to have --
according to a ruling that we understand from the
U.S. Coast Guard you have to have a safe harbor,
and I think Indiana law requires that before you
can issue a license that you have a permit from
the Coast Guard, and in order for you to get the
permit from the Coast Guard you have to have a
safe harbor.

In order to have a safe harbor you have
to have protective breakwaters in addition to the
breakwater that’s in the harbor that’s there so

those are the items that Mr. Ellers was pointing
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to, and we have already taken it upon ourselves
to order the rock and quarry to be placed, all we
need.

We could be there -- it would probably
already have been there if we had the site. If
we get the site in a timely fashion, yes, we can
meet that date.

BARDEN/PRC REPRESENTATIVE: Don, that'’s
absolutely correct. Let me just talk about the
breakwater for a minute because the breakwater is
both a Coast Guard issue and a guest convenience
issue. It is possible that you could get away
with, under certain circumstances with certain
vessels under, again, certain circumstances,
without a breakwater.

The analogy I would make is flying a 747
through a thunderstorm. You’ll make it. It’s
safe. There’s no reason that plane’s going to go
down, but I don’t want to be sitting in row 17C
because I’'11 have a couple bags in my hand. I'm
not going to be real comfortable.

So our concern is not only the safety
issue, but it’s more important for the customer
convenience issue. We’'re in the customer service

business, all of us, and anybody who comes to
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Gary and has a bad experience because the boat is
rocking, because the seas are bad, trust me, they
don’'t come back, especially with the other
opportunity they have.

So to us the breakwater is both a Coast
Guard issue and it’s also a customer convenience
issue. We would not want to operate a boat in
there without the breakwater because we don’'t
think it will bode well for the future.

COMMISSION MEMBER: I think of the
applicants that yours is probably the most
complex ownership and equity structure that we’'re
facing. Would you be willing to run through that
for us and tell us where the money’s coming
from?

MR. BARDEN: Yes. The structure --
actually I use the analogy that this structure is
very similar to my structure with the Detroit
Cable System so it’s already passed the test, and
basically it means, first of all, I'm financing
everything out of my pocket to date. He'’s
financing everything out of his pocket to date,
and we’'ve both spent several hundred thousand
dollars. But I'm fully enriched for that.

In addition to what we were talking
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about I said that I will also provide funding if
needed for anything that’s needed, but the
structure simply is we’re in a partnership. We
have 15 percent minority ownership, and Ellers’
company, President, owns 42 1/2 percent. My
company, Barden Development, owns 42 1/2
percent.

We have a management committee that will
oversee the operation of this facility, 1local
minority component of 15 percent, and my 42
percent is the reason we have majority control
ownership of the project.

Financing, President has the boat which
is a $30 million asset that we don’t have to go
out and borrow, and if you look at using sources

COMMISSION MEMBERS: But you’'re paying
President a rental for that boat; is that the
contribution of this company?

MR. BARDEN: Yes. As it relates to --
as you have noticed from the letters I sent from
the bank I think maybe what you’re getting at is
that President’s putting up $35 million cash, and
it appears as though I'm not putting up equity.

COMMISSION MEMBER: No. I'm really just

trying to understand what the capital structure
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is, and you had a number of investors I think
that are actually receiving an interest in the
company but without actually contributing any
cash.

MR. BARDEN: Oh, yes, they are. Oh,
yves, they are. I was very adamant about that.
The local investors are all contributing for
their respective percentage of capital. We're
contributing capital.

The major portion of the funding is
coming from the existing proceeds that will be,
in essence, put in the company as a preferred
capital investment by President, and they have a
preference on receiving their capital back before
there are any distributions which is a common
practice that occurs all the time all over the
country on all different kinds of projects.

COMMISSION MEMBER: But President will
be receiving a management fee?

MR. BARDEN: Yes, and so will Barden.

COMMISSION MEMBER: Okay. And do you
have any management dispute resolution systems
that you have considered ét this point?

MR. BARDEN: I think that’s covered.

I'’ll defer to our counselor. There is an
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arbitration management dispute clause in the
application.

COMMISSION MEMBER: You’ll be operating
with positive cash flow, what, after the first
year? Is that your anticipation?

MR. BARDEN: Yes. That's our
anticipation and projection which we feel very
comfortable with,

COMMISSION MEMBER: Would it be possible
for one of you to run through just briefly that
116 -- well, firstly I guess just the 58 figure.
Is that set to be expended when you open
operations under the 1167

MR. ELLERS: 58.5 is actually pretty
simple. It’s 35 for the boat, the equipment,
preopening expenses, things of that nature, $23.5
million in cash which is being put in by
President which is available from the proceeds of
the recently refinanced bond offer.

COMMISSION MEMBER: Well, I'm a little
confused on the boat because I still see that as
belonging to President, and you’re renting it to
a new company that actually has the
responsibility for this development?

MR. BARDEN: Well, what we’'re trying to
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do is compare apples to oranges so, I mean, we
could buy the boat from President and pay them
and still put that in as a line item so the point
is that if they didn’t have the boat we’d have to
spend that.

So we’'re utilizing that asset so that
you will be able to compare us to other
applicants because they don’t have their boat.
They don’t have the money to finance it so they
have to borrow the money to get the boat, put on
the line item. We already have the boat so it
will put us on a level playing field with them.
Otherwise it will look like they’re spending $35
million more than we are.

But we put it in for comparative
analysis purposes, but it’s just as easy for
President to sell the boat to the entity so the
entity on the balance sheet will incur a debt
instead of an operating capital lease payment on
an annualized basis so it’s a level playing
field. Is that clearer?

COMMISSION MEMBERS: oOkay. Thank you.
Initially I believe that there was a statement
that there was going to be 200 million invested

in this project. Could you guide us in what'’s
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the difference between the 116 million and 200
million?

MR. ELLERS: I think I made that
statement, and I think that’s a collective amount
of money between two developers, each developer
committing in excess of 100 million. The whole
project that you see here is a $200 million
project, each developer putting in somewhere
around 110, 115, whatever the numbers are. If I
was confusing about it I apologize.

MS. BOCHNOWSKI: Can I just follow up a
little bit on the local investors? Are they
actually making an investment of their own
personal cash, or are they making some other kind
of arrangement?

MR. BARDEN: That’'s personal cash. They
are paying X thousands of dollars per unit for
their investment.

MS. BOCHNOWSKI: So that becoming a
local investor would be open to people who had
that kind of cash?

MR. BARDEN: Yes, it was.

COMMISSION MEMBER: How were they
selected?

MR. BARDEN: Probably some people we
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knew, some people read about it in the paper and
called us, some people called other people who
they know here. And we kind of looked at
probably a couple of -- I don’t know, I would say
at least 20 to 30 different type people.

And because there are security checks,
because there are other kinds of things, you want
to make sure you have people of good character
and settled that are involved.

COMMISSION MEMBER: People who have the
capital to invest?

MR. BARDEN: I think the minimum amount
was $25,000.

COMMISSION MEMBER: So what you did is
to establish 20 percent that you opened up to the
general public to get 40, 40, and 20°?

MR. BARDEN: It’s 15 percent, 42 1/2,
and 42 1/2. It may have been that originally.

COMMISSION MEMBERS: It’s based on
ownership by yourselves or just Gary riverboat
gambling which that would have been 207?

MR. BARDEN: The structure is -- I agree
with Commissioner Hensley. If something remains
on an organizational chart in order to protect

the local business and minority investors they
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are a separate corporate entity so that that'’s
one entity of which we own a part of, and then
President has an entity, then I have an entity.

So when you add up all the numbers it
comes up 42 1/2, 42 1/2, and 15 even though we
may own a part of it. That’s to make sure that
we pass relative to all investigations and the
licensing processes.

COMMISSION MEMBERS: How did you arrive
at 157

MR. BARDEN: Fifteen, I think in the
city’s RFB they wanted substantial minority
ownership in the 15, 20 percent range. It was
kind of the norm, if you will, and it’'s always
the case.

In fact, you know, back in the old days,
in the older years, for corporate financial
consolidation purposes a corporate entity, a big
operator, had to have 83 percent in order to
consolidate their tax returns.

Well, that goes back in the business
world historically probably since the last major
tax overhaul and probably went back three major
tax overhauls at the federal government level

where you needed that kind of ownership in order
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to consolidate for tax purposes. Now, of course,
you don’'t need that because it’s not important
for tax consolidation.

COMMISSION MEMBER: S0 we’'ve rendered
that an issue because gaming’s a good idea, Mr.
Ellers?

MR. ELLERS: No. We thought that with
my ownership, and you would think that’s
substantial ownership --

BARDEN/PRC REPRESENTATIVE:
Commissioner, let me try and address that
directly. I think that Don said it very
plainly. This was a situation where the City of
Gary made it very clear that they would like to
see minority ownership of these projects,
community involvement as it were.

And we felt that that was appropriate to
have community involvement consistent with our
commitment, consistent with what we were willing
to make available, and at the same time satisfy
the city’s very strong desire.

It’s just that simple, and if the city
had said it had to be 35 or 40 percent it
wouldn’t have happened. On the other hand, one

percent is probably too little. Essentially it’'s
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something that we felt comfortable with and we
felt was consistent with satisfying the city’s
requirements.

COMMISSION MEMBER: Are those all voting
shares?

BARDEN/PRC REPRESENTATIVE: Excuse me?

COMMISSION MEMBER: Are the minority
shareholders also able to vote on issues?

BARDEN/PRC REPRESENTATIVE: Not quite in
that context. Again, you’re back to the
structure which I now have a chart in front of me
so I see where you’'re coming from.

MR. BARDEN: In answer to you, even if
they were they wouldn’'t have enough votes so the
answer is no. Even if they were they wouldn’t
have enough votes to --

COMMISSION MEMBER: I realize that, but
those people in combination with either of you
would have enough votes.

MR. ELLERS: Yes.

MR. BARDEN: I don’t think Ed would like
that.

MR. ELLERS: There will be an advisory
board, but in reality we will be running the

casino operations which we just pointed out.
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COMMISSION MEMBER: It’s more or less as
though you each had 50/50 control of the company;
is that correct?

MR. ELLERS: I would say control,
correct, of the corporation. Now, in terms of
economics, the economics is that the investors,
participants, whatever word you want to use, will
have economic saving ventures. In terms of
controlling it that was never a question. I
don’t think they want to do it. We certainly
didn’'t want them to, and this is a gaming
venture.

Let me just make a public policy point
for a minute. We're licensed in three states,
hoping to be four. We do not want to do anything
that will jeopardize our license. We have to be
in a position where we’'re in control of the
casino operations. If that’s not clear it has to
be, but I believe it is.

Don is doing some economic development
work. He’s been very valuable in terms of the
things that he is doing. Don is not involved in
the casino operations. I'm just hoping that
we’'re getting what we think is a normal or fairly

standard management fee or percent for doing it,




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

62

and that is under our control. It must be.

MR. BARDEN: As far as that management
agreement this entity has with President, we have
an equal number of board members so we set the
policy for them to operate under.

COMMISSION MEMBER: At the end of the
first year what will each of you actually have at
risk?

MR. ELLERS: At the end of the first
year President will have at risk the amount of
our investment plus whatever has been committed
to so 58 from our group, 58.5, because our boat
is at risk and the 23.5, or whatever it 1is,
million dollars will be at risk plus whatever we
have committed to contractually to move the
second phase along which we will have to do.

The line items break down rather
precisely, but it doesn’'t always work that way
because we may not be spending money that year,
committed to spending money because of ordering
steel or whatever we have been doing so, again,
around in excess of $60 million is what we will
be exposed to at that point.

COMMISSION MEMBER: But, of course, that

boat can move so if you bring it in and you're
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leasing to a company and this company fails the
only thing you have to do is take it out, and
that’s really not at risk the way I look at it.

MR. ELLERS: Well, there are different
ways something can be at risk. There are
different ways to commit vessels. It’'s really no
different than land. There are agreements with
the city and various complications that you have
that protect people from that.

We faced that same thing in Davenport
where we basically committed the boat. That boat
is committed to that port. Yes, it can
theoretically sail, but it can’t be used anywhere

else so for all practical purposes it’s committed

now.

One of the things that we used to hear a
lot is it’s just a boat. Yet in Davenport people
used to talk about land-based development. Boats

can float, the boats can float, we want
land-based development.

Well, somebody stood up one day and told
me something I didn’t know about Davenport which
is the largest piece of developed real estate in
America is sitting just outside of the Quad

Cities about ten miles which is the Caterpillar
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It was built in 1979. When Cat had
their tough times in 1982 they just abandoned it,
I mean, after having put in $55 million or so, a
very, very large sum of money. It’s been vacant
buildings for 12 years so it’s kind of an
interesting twist on land-based development
versus riverboat.

MR. BARDEN: Commissioner, just to
expound upon that, maybe to add, after the first
year not including the boat we will have spent
close to $40 million in cash. That will be at
risk and lost if this fails.

COMMISSION MEMBER: Back to your
investor group as 15 percent, did Mr. Barden say
some of these people were contacted by the press,
that they just called? What percentage of the
people that you were not aware of that just
called President, saw your name in the paper and
just did that?

MR. BARDEN: I wouldn’t know the
percentage, but in terms of the number of people
I would say three or four.

COMMISSION MEMBER: It appears that

everybody contributes about $25,000 to the
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venture; is that correct?

MR. BARDEN: I think the number is
50,000. I haven’t found those so I try not to
speak to them, but I think the number is 50,000.
Do you have that, Andy?

MR. KLINEMAN: I think the records we
have show $25,000.

MR. BARDEN: Yes, that could be. How
many dollars would that come to? Twenty-five
times ten is 250. I thought that was the
investment number in my mind, and I'1ll have to
look at that again. I don’'t have -- that’s one
thing I did not research. I think it comes to
over a half million dollars.

COMMISSION MEMBER: How did the $25,000
become the number? 1Is that just an arbitrary 15
percent?

MR. BARDEN: I kind of set that number,
and the reason I set that number was I figured if
we were not successful we didn’t want the people
to lose their money. I don’'t believe in taking
local people’s money and using it for risk
capital, but if we are successful we have to
pay.

There’s no free ride. I’ve never had a
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free ride in my life so I wanted to make sure
everybody paid something or contributed
something, sweat equity or some kind of
involvement or some kind of resource to back up
the project, so we stated this money is due if we
are successful. If not you haven’'t lost
anything. If we are you have to pay it.
Otherwise you can’t play.

COMMISSION MEMBER: Is that to be shared
totally equally? Is that $25,000 per --

MR. BARDEN: It’'s for playing, yes.

He'’'s the only one that owns 40 percent, yes.

MR. KLINEMAN: I would like to inquire
about the exit at the end of ten vyears. You have
the right to exit it or sell your investment to
President; is that correct?

MR. BARDEN: Yes, it is.

MR. KLINEMAN: Do you want to explain
that in a little more detail?

MR. BARDEN: Well, any time anyone gets
into a transaction they commonly call it the exit
strategy, and exit strategy is after a certain
period of time as you get older you say that I
have to get out of this business, I have to do

some estate planning, I have to do some other
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things so otherwise -- (End of tape). Most
investors, or sophisticated investors, always
have a strategy.

BARDEN/PRC REPRESENTATIVE: Let me also
add, Mr. Chairman, that while Don acts, looks,
and has the enerqgy of a younger man he is older,
and we both have four year olds so we have to be
careful. But Don will be in excess of 60 years
old at that point, and Don said that at that
point he would probably not want to be active and
would want to do some estate planning.

I said to Don it was imperative he be
involved in this project for a substantial period
of time. I was not interested in a one- or
two-year situation. Don is an integral part of
this project as far as we’re concerned so any
situation where he was going to be in for a year
and then gone was unacceptable to us. On the
other hand, I think ten years is a long period of
time so we agreed to that.

MR. KLINEMAN: And his exit then would
be for all his interest?

MR. BARDEN: I'm not saying that I'm
going to exit after ten years. I just want that

option. I'm 50 with a three year old daughter,
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and she’s already wearing me out so by the time
she gets to be a teenager I don’t know how much
longer I'1l1 be able to take it. So no one knows
what the future holds.

MR. KLINEMAN: I'm not gquestioning the
strategy or anything. I just want to know about
it.

MR. BARDEN: Usually exit strategies are
all or none, and in most cases you can
negotiate. You can do a stock conversion, you
can do a portion of it, but the bottom line is
your relationship and your taxing entity
changes.

MR. KLINEMAN: Okay. Well, explain to
me, is it for all your interest? Is it for part
of it? Is it a one-time thing at the end of ten
years, or does it continue at your option at the
end of ten years? Is it not exercisable before
ten years?

MR. BARDEN: I'd have to check that, Mr.
Chairman.

MR. KLINEMAN: And also if you could
tell us, is there a formula by which it is
exercised?

MR. BARDEN: I think it’s fair market
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value.

MR. KLINEMAN: That’'s in the eye of the
holder?

MR. BARDEN: Well, it’s appraised value,
and there’s a mechanism for determining fair
market value through an appraised process. But
each party usually selects one, selects another,
and then you get an appraisal and --

MR. KLINEMAN: And until then, subject
to the change in tax laws, you have restrictions
against the sale of your interest, is that right,
to anyone, or is it solely for you to sell out
before that to a third party?

MR. BARDEN: I don’t think I can sell
out to a third party, but I can sell.

MR. KLINEMAN: And what about
President? Are they likewise restricted?

MR. ELLERS: Well, President being a
public company is in a little bit different
situation than Don is, but I don’t believe we are
restricted in the same sense that Don is, again,
because we’re a public company subject to your
licensing approval or whatever powers you have to
affect that.

That’s another very strong control in
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all of this which, having lived through this, I
mean, having been involved in all the regulatory
matters, we don’'t lose sight of the fact that we
just can’t go selling these things without coming
back to this body.

MR. BARDEN: Mr. Chairman, my partner
just informed me that the hook continues on, but
it’s not effective until ten years. After that
it goes on in that way.

MS. BOCHNOWSKI: I have a question about
the endorsement process with the city. You've
become the preferred developer or one of the two
preferred developers. How much money have you
invested now in the City of Gary? What kind of
investment was made? What other kind of
commitments did you have to make in order to
become a preferred developer?

BARDEN/PRC REPRESENTATIVE: I think that
I will speak to a little of it, and then Don can
follow up. We have spent to date somewhere
between five and seven hundred thousand dollars
in cash in the application process and -- I don't
mean the application process, the Army Corps of
Engineers, all of the back-up work, all of the

engineering, all of the things from Baker
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Engineering, from Ashton Pines.

Everything that forms the package is
essentially our work. People we retain we pay
for so that’'s money that, as far as we're
concerned, we have spent on behalf of the city.
The city’s not going to pay for our application
because this is the city’s idea for this plan.

So we have spent that much money. All
of our agreements with the city really revolved
around licensing. The commitments revolved
around when you got a license before commitments
came into play.

MS. BOCHNOWSKI: What will happen then
when you get the license?

MR. ELLERS: With the city?

MS. BOCHNOWSKI: If you would get the
license, let’'s say, what kind of commitment have
you --

MR. ELLERS: Well, in addition to the
commitments that are in the license application
there’'s a $500,000 payment that is due upon
licensing. We have talked to the city about
advancing that money in advance of licensing,
half of the 500,000. We'’'ve talked about doing

that because the city is incurring some expenses,
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and we're very aware of that. We're very
sensitive to that so --

MS. BOCHNOWSKI: Are these expenses that
were related to --

MR. ELLERS: To the project, to this
project, to this project, their consultants,
their engineers, people they have obtained. We
have committed to $250,000 of that. In addition,
the commitments we’ve made to the city are
essentially what we have submitted to the Gaming
Commission.

There are no side deals. There’s
nothing -- I don’t believe it’s anything you’re
not aware of. It’s all reflected in the
documents that have been submitted. It’s all
reflected in our application.

There have been some timing changes
because of things that have gone on in court, and
the city is stretched out a little bit further
than they wanted to be so we committed to help
them out with that. But there was nothing that
is in the commitment that is not in the
application and/or the two letters that were
signed with the city that I am aware of.

MS. BOCHNOWSKI: One problem that occurs
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too is that originally you were looking at the
USX site, and that was supposed to help the
downtown development. Do you think this being so
far away from the downtown that it will have a
spillover effect? 1Is there anything that you can
do to help the downtown, the neighborhoods, that
kind of thing?

MR. BARDEN: Let me get back to the hard
questions first.

MS. BOCHNOWSKI: Sure.

MR. BARDEN: The moneys that we have
spent, we spent it all, or I'm sure close to
half, prior to our selection as preferred
developer, and most of the other money after that
was after dealing directly with the state to
state our position.

As it relates to the change of the site
there are automatic spillovers into downtown and

other communities, segments of the community, and

especially the neighborhoods. Now, I'm a
developer. I'm an investor. I'm an
entrepreneur. Totally unrelated to the cable

system I just built 146 brand new apartment units
in the city.

MS. BOCHNOWSKI: Were these expensive
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apartments, affordable apartments?

MR. BARDEN: Moderate income, affordable
housing. I bought an office building and
remodeled it and refurbished it and re-leased it
in downtown, But those are the kind of things I
have a track record of doing is reinvesting in
the community.

When you have people who are making that

payroll -- I think there’s $85 million in payroll
in the first five years -- that’s going to go
back into the community. A lot of that money

will be recycled within the community where
people will be able to pay the stores and shops,
and other people will build things for other
people to come and spend their money on.

MS. BOCHNOWSKI: And I agree with that.

MR. BARDEN: So Union Station
particularly is downtown that we’ve committed to
do. That’s a $10 million commitment.

MS. BOCHNOWSKI: My concern was that in
Gary this kind of thing may take four or five
years. Gary has some real immediate problems
that maybe will take a long time.

BARDEN/PRC REPRESENTATIVE: With the 225

million that the two developers have committed to
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to put into the city, 20 of which is directly
downtown, 20 million of it, and with Gary’s
revenue amount of roughly eight to twelve million
dollars a year they can (Inaudible) and reinvest
in the community.

The city’s flow is five percent and
three percent additional. Gary can create an
economic development pool of $200 million itself
for economic development downtown, for
neighborhood improvements, for police and fire
services. So this is a great opportunity for the
city to benefit and to expand over a broad
geographic area, the entire city, its economic
situation.

MR. HENSLEY: I'm impressed with both
the financial condition of your company’s and
President’s, and while asking these questions I'm
just trying to figure out how we’'re going to get
those resources protecting this particular
company.

And one of the things that we noticed in
reviewing the applications is that your
assumption as far as your revenue generation and
so forth has been more aggressive than the other

applicants. That is, you’re using less space,
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you’'re using fewer slot machines, you're
generating more revenue with fewer resources, and
there’s nothing wrong with that if you can pull
it off.

But the projections also show that
you're really not profitable until fourth year of
operation, and you’'re generating a cumulative
cash deficit through the fourth year. This is
according to our records.

MR. BARDEN: I'm sure that we have to
differ with those records. We have a positive
cash flow that we can use as a cash flow
business, but I'1l1l let Ed speak to the revenue
per space or per square foot. I'm not totally an
expert on that yet, but I will be in about six
months.

MR. ELLERS: I'm really unclear as to
where you’'re coming up with negative cash flow,
Commissioner. We're taking money and putting it
back in.

MR. HENSLEY: I won’'t go back into those
because these were spreadsheets and all.

MR. ELLERS: Maybe what’s confusing is
we're taking money that is being generated and

putting it back into the project for a number of
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years. That may be what’s creating the confusion
as opposed to putting it in our pockets.

Again, these are all the -- you know, is
it a black zebra with white stripes or a white
zebra with black stripes? We won’t go out and
borrow the money and then have to pay it back to
somebody else. We borrow it from ourselves.

It’s just a financing mechanism.

We’re putting in the cash up front, and
if we choose to take, in effect, our profit for
the first couple of years and pour it back into
the project that’s going to affect what we’'re
doing. We’re not putting it in our pocket until
it’s in the red. I think that may be what you --

MR. HENSLEY: You’'re probably aware, I'm
sure, that there’s a fixed investment going into
this project that’s paid for out of operating
funds.

MR. ELLERS: I can assure you there’s
positive cash flow here. Now, in terms of our
projections we’ve looked at a couple of things,
one, the operating capital, which has done
wonders for revenue I’'m happy to add, and we try
to look at a way realistically to deal with the

Chicago market.
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And we have not taken the high end of
that market. We have not taken Joliet numbers.
We think that those numbers are probably a
phenomenon as it were, and we've taken what we
believe to be a reasonable number, and we’ve just
simply done an analysis based on our operating
experience.

Could they be more conservative? You
never know. They may be conservative, they may
be aggressive, but within a range there’s still
enough there, and that’s our best guess.

MR. HENSLEY: The reason I'm asking, I
don’t have any doubt whatsoever what President
and Barden has as resources to fund this
operation through to completion. According to
the schedules that we have if a person was
looking at this operation without the financial
resources behind it of President and Barden you
would become very, very skeptical.

Based on the analysis that we have that
these projections might be met, especially when
the other applicants have used less aggressive, I
guess, assumptions, and also with the funding of
these improvements out of operations creating

what our analysts at least have determined to be
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a negative cash flow in ordinary business there
would come a time that if that deficit got so
great, it got greater than the capital
contribution that had actually been made by the
investors, that they may be more willing to walk
away from it than they would be to continue with
it so that’s really what we're trying to deal
with.

MR. ELLERS: Well, one of the things I
would say to you is because we’'re a public
company and we have to be a little careful about
what we’'re going to say but it’'s also the
Chairman’'s wish that everything be open I have
certain restrictions because of the public
company.

I don't know who did the analysis. I

can assure you we did all kinds of things with

numbers. I would love to sit down with somebody,

and there is no way in the world there is

negative cash flow in this property. If there is

that’'s not something that we are aware of, and I
can assure you it’'s not the case.

We’'re in this project to make a profit.
We're in this project to make money for our

shareholders. We're in this long-term because
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that’s the nature of this business, and I just
don’t know where these numbers are coming from
since I haven’'t seen them.

But there’s cash flow, but I believe
somebody has gotten confused as to where the
money’'s allocated back. I'm looking at numbers
in the tens of millions of dollars available from
the operating cash to put back in so it’s equal
if that could be the case.

MR. HENSLEY: Okay. I appreciate it.

MR. KLINEMAN: The management you say
we're going to be filing back. Are you trying to
also convect the management fees in addition to
other things? Maybe you said that might be one
of the problems.

MR. ELLERS: No. The management fee 1is
not something we’'re putting back. The management
fee is something we'’'re actually expending because
we’'ll have people who will be putting out
services.

MR. KLINEMAN: You have a four percent
management -- four percent of the gross
management pay?

MR. ELLERS: Correct, which is pretty

standard in the industry.

80
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MR. KLINEMAN: And does Mr. Barden
likewise have some kind of a management fee?

MR. BARDEN: Yes, Mr. Chairman, two
percent.

MR. KLINEMAN: Two percent. And what
other fees other than the rental of the boat are
there that will be coming out? Are there any
others?

MR. BARDEN: Not that I recall. I don’'t
think so. But in examining the revenue, the
gross projected revenue in gaming, our references
indicate and our analysis of the four remaining
applicants indicate that we're about in the
middle with two higher than us and one lower in
conservative projections.

So if at all possible we’d like to see

-- maybe there was just a mathmatical error. I
don’'t know who did your spreadsheet because we
definitely show a positive cash flow, and if you
look at the experience of the other applicants
versus our experience, my partner’s experience
especially coupled with my own experience, I
would think our projections would be most
reliable based on an experience basis.

MR. KLINEMAN: We do notice you exceed
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everyone else in one category which is admission
fee. Do you want to speak a little bit about
this?

MR. ELLERS: Again, the sheets that I'm
looking at for admission fees, just the
comparative spreadsheet, shows that they are
relatively close except for one. There’s Jjust
one of them that’s a little off. We are slightly
higher. Again, we’ve got operational
experience. We know what we can charge and what
we can’t.

MR. KLINEMAN: wWhat do you charge in

Iowa?

MR. ELLERS: In Iowa we charge on the
weekends now. We do not charge during the week.
We charge on the weekends. But, again, in

Illinois they’re still charging.

MR. BARDEN: I think too that ours
declines in subsequent years. Our revenues from
admission declines in subsequent years which we
think is a trend because as competition comes
along you’'re not going to be able to charge as
much as often as you did in previous years.

MR. ELLERS: I should also point out

that our projections do decline over the years
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because we believe that will happen as that
saturation takes place and the market matures
then stablizes as more competitors come up.

So normally you’'d take the first year
and build on it. We don’t believe that’s going
to happen. Could we be wrong? We could be
wrong, but we think there’s enough cushion in
there either way.

COMMISSION MEMBER: I'm intrigued by the
boat, whether it’s ready to go. I looked at the
figures, and your boat is smaller I think than
some of your competitors, but the amount of
gaming space per square foot seems to be
significantly smaller so I don’t have any reason
to believe that that’s unproper, but how does
that square footage compare with the square
footage you have in your other boats?

MR. ELLERS: Terry, you may want to
address that. We have -- I guess the boat that
would be the most equivalent to that would be the
President in Davenport.

One of the problems with square feet,
just to give you an example, is sometimes because
of the configuration of a boat -- and I don’t

want to get complicated here, but boats are just
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not buildings where you see the walls behind you,
you can just move that. You want to make that 12
feet bigger, make it 12 feet bigger, no problem,
move the wall.

You can’t do that on a boat so when you
get an older vessel or a vessel that has not been
configured for gaming there are times when you
have large amounts of square feet. Sometimes you
can’'t use some of the square footage, and it's
how many positions you can put on that boat.

Certain boats lay out better than other
boats. It’'s just a reality. So this particular
boat -- and I’1ll let Terry or Gary Armitron, who
designed the boat, give you those comparative
numbers, but we’re looking at 875 slot machines
and 60 table games.

The square footage to us is not as
important comparatively as the number of gaming
positions, and Gary, who has been involved in
four or five projects I think, can address that.

COMMISSION MEMBER: Well, that’'s exactly
what I meant, the square footage per position.

BARDEN/PRC REPRESENTATIVE: Well, the
square footage per position, with all due

respect, is a meaningless number to me. It
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doesn’t mean anything because to me it’s the
number of gaming positions we can put on
comfortably and enjoyably.

We may have -- for example, on the
average in St. Louis we have 70,000 square feet,
theoretical gaming space, with 1,500 units.

There are large casinos in Biloxi with that exact
amount of square footage but have 1,800 units.

So it’s not a department store concept.
I'm looking at it from the standpoint of how many
gaming positions do I have, how many
opportunities, how many people can come on and
gamble at any given time, how much money are they
going to lose at any given time. So the square
footage to me is only about how many machines I
could put on. If I could, I'1l1l let Gary
explain.

MR. ARMITRON: Mr. Chairman, members of
the Commission, my name is Gary Armitron. I'm
vice president of gaming for President, and in
answer to your question the most comparable boat
that President Riverboat Casinos currently
operates in terms of size and gaming positions is
the President Riverboat Casino in Davenport,

Towa.
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The President Riverboat Casino in
Davenport, Iowa, currently has 776 slot machines
and 45 gaming tables. The New Yorker, the
President’s Gary boat, has been laid out to
accommodate 875 slot machines and 60 gaming
tables.

Now, the reason that we can get more
gaming positions on the President Gary relative
to the square footage is that we’ve taken a lot
of the support services, the food and beverage
services off the boat and located them in the
guest services pavilion, the guest service center
immediately adjacent to the boat.

So we’'ve intensified the square footage
available to us on the New Yorker utilizing it
for gaming positions, and the supports and other
guest-related amenities are actually not on the
boat but in the guest service center that is
described.

MS. BOCHNOWSKI: Will people be able to
have something if they need something to drink on
the boat?

MR. ARMITRON: Oh, absolutely. We have
minimized that. There will be several food and

beverage outlets on the boat itself, but the
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bays, the large sit down dining areas, are in the
guest service center.

MR. ELLERS: Let me address that
question for just a second. There’'s a lesson to
be learned in that. When you’re cruising, when
you’'re out on the water, you have a limited
amount of time to gamble.

Most people don’'t want to sit in a
restaurant and use that two hours, two and a half
hours, one and a half hours, whatever the
Commission happens to deem it, to eat in a
restaurant when what they want to do is utilize
that time to maximize the amount of gambling time
they have while they are able to gamble while the
boat is out.

So by pulling most of the -- sure, you
can get snack food and drinks and things of that
nature on the boat, but most people will want to
eat first then go or go gamble and then get off
and eat so they have to work together.

We did have restaurants at Davenport,
and what we found was the people were saying why
should we be sitting up here during a cruise, we
want to gamble, we want to eat when we get off or

when we get on, and so it’s just something that
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works out very well.

MS. BOCHNOWSKI: I guess that would
indicate to me that you don’t believe that a boat
-- basically the gambling boat is for gambling,
and any entertainment or dinner type things would
be on the land.

MR. ELLERS: Absolutely. And I think
when you see some of the ideas that Dunes will
show you on the casino entertainment complex with
the restaurants that we talked about in a
coordinated effort there I think you’'ll see
that’s exactly what we have in mind, and,
candidly, that’s what works.

We tried in Davenport to have food on
the boat, and I can’t even begin to tell you
about the lines going around and the limited
amount of space with people waiting to get into a
buffet. It’s just not a very pleasant
experience.

We then in Davenport had a large
sit-down riverboat restaurant, just a restaurant,
and the buses -- I don’'t know if you can
imagine. Mayor Barnes and Senator